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'So far as they lend they add to tho money which brings a profit to
the country by employing more people and extending trade; they add
to the money to be lent, whore by ifis easier borrowed and at less use
[i.e. at lower interest], and the Bank has a benefit. But the Bank is
less sure [i.e. secure], and though none suffer by it or are apprehens-
ive of danger, its credit being good, yet if the whole demands were
made or demands greater than the remaining money, they could not
all be satisfied till the Bank had called in what sums were lent.'
The elementary principle of banking expressed in the foregoing senten-
ces may seem a commonplace today, but when Law first visited Amsterdam
it was a novelty to most visitors from the British Isles. To the exercise of
the bank's function in creating credit, with which to drive the wheels of
trade and industry, Law was convinced that Holland owed the commercial
supremacy in Europe which she enjoyed at this time. England and Scot-
land, on the other hand, had superior natural advantages to Holland but
their trade and industry languished. Indeed he was convinced that had
Britain, France or Spain applied the same measures to promote trade as
Holland had done, Holland would not have been inhabited.
It was in Holland at this time lliat Law began to work out certain fun-
damental ideas which were subsequently embodied in what was known
as his system. The cardinal feature lay in what the author considered to be
the real meaning of money. What is money, he argued, but a simple ex-
change voucher for use in the purchase of goods and services? If that is
so, why use a costly and inconvenient metal such as gold? 'Monoy*, he
wrote 'is not the value for which goods are exchanged, but the value by
which they are exchanged. The use of money is to buy goods and silver,
while money is oC no other use*. What then is the good of using metallic
money except for small token payments? Mono, since any sort of paper
could be used in the fiutne way and much more cheaply.
Law used to illustrate the thruth of his axiom in characteristic fashion*
Whenever he went to the gaming-tables, he brought two bagH with him. One
contained gold and silver coins, and tho other contained counters* The
counters wore employed to save him the inconvenience of using large
quantities of coin& At the end of the evening's play the counters were
presented to liijn by their holders and duly honoured.